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TAGS: GATT, ETRD, CA 

SUBJECT: CANADIAN CHERRY & BEEF SURTAXES: U.S. COMPENSATION 
REQUESTS. 

REF : MARCH 21 MELLOR-GLITMAN TELECON 

1. MARCH 21 TORONTO GLOBE & MAIL AND MONTREAL GAZETTE CARRY 
WASHINGTON DATELINED CANADIAN PRESS ITEMS HEADLINED "SURCHARGE 
HELD GATT VIOLATION" (GLOBE & MAIL) AND "US SEEKS COMPENSATION 
FROM CANADA" (GAZETTE). VERBATIM TEXTS FOLLOW: 

GLOBE & MAIL: 

THE UNITED STATES SAYS CANADA CONTRAVENED SECTION 19 OF THE 
GENERAL AGREEMENT ON TARIFFS AND TRADE WHEN IT IMPOSED TARIFF 
SURCHARGES OF 6 CENTS A POUND ON BEEF AND 3 CENTS A POUND ON 
LIVE CATTLE LAST NOVEMBER. 

FOLLOWING A U.S. PROTEST, THE SURCHARGES WERE REMOVED AND 
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LATER CANADIAN FARMERS AND RANCHERS WERE GRANTED A FEDERAL 
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SUBSIDY OF 7 CENTS A POUND ON TOP GRADES OF BEEF. 

A PROTEST AGAINST CHERRY PRICING CAME AFTER OTTAWA PLACED 
A "VALUE-FOR DUTY" SURCHARGE ON THAT PRODUCT. SETTING 
A MINIMUM PRICE UNDER WHICH SWEET CHERRIES COULD CROSS THE 
U.S. BORDER INTO CANADA. 

ROBERT MCCONNELL, A TRADE POLICY SPECIALIST IN THE U.S. 

DEPARTMENT OF AGRICULTURE, SAID THE VIOLATIONS DEPRESSED 
THE PRICE OF BEEF IN THE UNITED STATES AND FORCED UP THE 
PRICE OF CHERRIES TO THE CONSUMER IN CANADA. 

THE UNITED STATES IS SEEKING COMPENSATION IN NEGOTIATIONS 
UNDERWAY IN WASHINGTON AND OTTAWA. A DECISION ON THE 
CHERRY ISSUE IS EXPECTED OUT OF OTTAWA BEFORE THE END OF 
THIS MONTH, HE SAID, WITH RESOLUTION OF THE BEEF SITUATION 
EXPECTED "AT ANY TIME NOW." 

GATT, THE AGREEMENT UNDER WHICH MOST WORLD TRADE IS REGU- 
LATED, PROVIDES FOR COMPENSATION WHERE A COUNTRY CAN 
ESTABLISH THAT ITS PROVISIONS HAVE BEEN VIOLATED BY THE 
ACTIONS OF ANOTHER COUNTRY. 

"WE FEEL THAT A DUTY, ONCE ESTABLISHED, SHOULD BE HONORED," 

MR. MCCONNEL SAID. "WE ARE ASKING COMPENSATION IN THE SAME 
DEGREE THAT CANADA RAISED THE TARIFFS." 

HE DECLINED TO STATE HOW MUCH THE UNITED STATES IS SEEKING, 

SAYING IT WOULD BE UP TO THE CANADIAN GOVERNMENT TO SPECIFY 
THE AMOUNTS. 

GAZETTE: 

THE UNITED STATES, CHARGING THAT CANADA VIOLATED INTER- 
NATIONAL TRADE AGREEMENTS, IS SEEKING COMPENSATION IN 
NEGOTIATIONS UNDER WAY HERE AND IN OTTAWA. 

ROBERT MCCONNELL, A TRADE POLICY SPECIALIST IN THE U.S. 

AGRICULTURE DEPARTMENT, SAID YESTERDAY THE VIOLATIONS DEPRESSED 
THE PRICE OF BEEF IN THE U.S. AND FORCED UP THE PRICE 
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OF CHERRIES TO THE CONSUMER IN CANADA. 

A DECISION ON THE CHERRY ISSUE IS EXPECTED OUT OT OTTAWA 
BEFORE THE END OF THIS MONTH, HE SAID, WITH RESOLUTION 
OF THE BEEF SITUATION EXPECTED "AT ANY TIME NOW." 

THE U.S. SAYS CANADA CONTRAVENED SECTION 19 OF THE GENERAL 
AGREEMENT ON TARIFFS AND TRADE (GATT) WHEN IT IMPOSED 
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TARIFF SURCHARGES OF SIX CENTS A POUND ON BEEF AND THREE 
CENTS A POUND ON LIVE CATTLE LAST NOVEMBER. FOLLOWING A U.S. 
PROTEST, THE SURCHARGES WERE REMOVED AND LATER CANADIAN 
FARMERS AND RANCHERS WERE GRANTED A FEDERAL SUBSIDY OF 
SEVEN CENTS A POUND ON TOP GRADES OF BEEF. 

THE PROTEST ON CHERRY PRICING CAME AFTER OTTAWA PLACED 
A "VALUE-FOR DUTY" SURCHARGE ON THAT PRODUCT. SETTING A 
MINIMUM PRICE UNDER WHICH SWEET CHERRIES COULD CROSS THE 
BORDER INTO CANADA. 

MCCONNEL SAID THAT WHEN CANADA IMPOSED THE BEEF SURCHARGE - 
UP FROM THE NORMAL CANADIAN TARIFF OF THREE CENTS ON BEEF 
AND 1.5 CENTS ON LIVE CATTLE - "BEEF PRICES IN KANSAS 
CITY WERE DEPRESSED. 

'THE DROP IN PRICE WAS ALMOST IDENTICAL TO THE AMOUNT 
OF THE SURCHARGE," HE SAID. "IT LOOKED LIKE A DIRECT 
REACTION"." 

MCCONNELL SAID, HOWEVER, THAT "IT WOULD BE HARD TO SAY 
WHETHER THERE WAS A DIRECT RELATIONSHIP." 

2. CRAIG OLIVER OF FINANCE TELEPHONED COMMERCIAL COUNSELOR 
MORNING OF MARCH 21 TO REGISTER GOC PUZZLEMENT AND 
CONCER OVER USG PRESS DISCLOSURE AND CHARGE THAT CANADA IN 
VIOLATION OF GATT. ANTICIPATING QUESTIONS IN PARLIAMENT 
THIS AFTERNOON, HE SAID HE WAS BRIEFING MINISTERS TO EFFECT 
GOC NOT RPT NOT IN VIOLATION OF GATT, GOC HAD CONSULTED 

USG PRIOR TO LEVYING SURTAXES AND CONSULTATION CONTINUING ON 
COMPENSATION. 

3. HE SAID ALSO HE HAD RECEIVED INQUIRY FROM LE MONDE 
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ASKING WHETHER CANADA NOW ALSO COMING UNDER GUN FROM 
WASHINGTON, AS EUROPE HAS BEEN LATELY. 

4. FOLLOWING REFERENCE TELECON, COM'L COUNSELOR CALLED 
OLIVER BACK TO EXPLAIN THAT STATE DEPARTMENT HAD DECLINED 
COMMENT MARCH 19 TO TORONTO WEEKLY FINANCIAL POST REPORTER 
BUT THAT CP REPORTER OBVIOUSLY HAD REACHED MCCONNEL OF USDA. 
COM'L COUNSELOR SAID EMBASSY AND STATE DEPARTMENT REGRETTED 
AGGRAVATION OF ISSUE AND HOPED NEGOTIATIONS COULD 

BE HELD IN DISCREET FASHION. 

PORTER 
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